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SUB J : KUWAITI IMPLEMENTATION OF OPEC TAX DECISION 

1. KUWAIT PLANS IMPLEMENT OPEC TAX INCREASE BY RAISING ROYALTY 
FROM 12.5 PERCENT TO 14.5 PERCENT. GIVEN GOK SIXTY PERCENT 
PARTICIPATION IN KUWAIT OIL COMPANY, TAX INCREASE WILL ONLY RPT 
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ONLY APPLY TO FORTY PERCENT GULF/BP PORTION KOC PRODUCTION. 
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2. ACCORDING KOC OFFICIAL, RATIONALE BEHIND APPLYING INCREASE 
TO ROYALTIES IS THAT ROYALTY INCREASE CANNOT BE PASSED ON 
AUTOMATICALLY TO CUSTOMERS AS CAN TAX INCREASE. THUS, SO GOES 
THE REASONING, THE INCREASED COSTS WILT. HAVE TO BE BORNE BY 
THE COMPANIES AND NOT THE CONSUMERS, ESPECIALLY IF CONSUMING 
COUNTRIES ASSURE THAT COMPANIES ARE NOT ALLOWED TO PASS ON THE 
INCREASE. 

3. FLAW IN THIS ARGUMENT, OF COURSE, IS THAT AUTOMATIC 
ESCALATOR CLAUSES VARY IN DIFFERENT COMPANY/CUSTOMER CONTRACTS. 
IF ESCALATOR CLAUSE IS TRIGGERED BY INCREASE IN "GOVERNMENT 
TAKE", AS WE UNDERSTAND IS THE CASE IN MANY CONTRACTS, THEN THIS 
INCREASE WILL INDEED BE PASSED ON. 

MCCLELLAND 
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